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ACTION EUR- 12 

INFO OCT-01 ISO-OO TRSE-00 EB-07 OMB-01 FRB-01 XMB-04 
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083722 

R 31181 1Z OCT 75 
FM AMEMBASSY BONN 
TO SECSTATE WASHDC 4028 

UNCLAS BONN 17883 

DEPARTMENT PASS TREASURY 

E.O. 11652: N/A 
TAGS: EFIN, GW 

SUBJECT: BOND MARKET DEVELOPMENTS SUBSEQUENT TO 
BUNDESBANK DECISION TO REDUCE ITS SUPPORT 
PURCHASES 

1. AS THE TABLE BELOW SHOWS, THE INCREASE IN YIELDS OF 
FEDERAL BONDS SUBSEQUENT TO THE BUNDESBANK'S CESSATION 
OF SUPPORT PURCHASES TO SUPPORT THE INTEREST RATE FAILED 
TO MATERIALIZE. THE VOLUME OF SALES DURING THESE DAYS 
PROBABLY WAS RATHER LOW, HOWEVER, DUE TO ANTICIPITORY 
SALES (DM 900 MILLION ON OCTOBER 21 AND 22) PRIOR TO 
THE BUNDESBANK'S DECISION. THE FINANCIAL PRESS 
SPECULATES THAT SHOULD THE FEDERAL GOVERNMENT ATTEMPT TO 
PLACE A SIZEABLE BOND ISSUE NOW RATES WOULD NOT BE 
MAINTAINABLE. 
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